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Canadian Arctic Gas Study Limited 


News Release: 


Ottawa, November 15, 1974 


_ 


g\ 


wry | 
@ 


RPT 


(V'br) 








Arctic Gas 


NEWS FOR RELEASE: 5:00 P.M., EST, November 15, 1974 


OTTAWA: Canadian Arctic Gas will seek majority ownership 
capital from Canadian investors, and tap the capital markets of the 


world, to finance construction of its proposed natural gas pipeline. 


The plan of financing for the pipeline is contained in 
additional exhibits submitted by Canadian Arctic Gas Pipeline Limited 
to the National Energy Board in support of its application for a 


"Certificate of public convenience and necessity." 


"The financial and economic feasibility of the pipeline 
is based upon the transportation of Canadian and Alaskan natural gas 
to markets in Canada and the United States, and is not dependent upon 
export sales of Canadian gas," W.P. Wilder, Chairman of Arctic Gas, 


commented in announcing the filings. 
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The exhibits show estimated costs of the pipeline at 
both 1974 cost levels, and cost levels which may prevail during the 
future construction period if inflation continues. An estimated 
$4.4 billion, calculated at 1974 cost levels, would be required 
from investors to finance construction of the pipeline to carry 
a planned volume of 3.25 billion cubic feet of gas per day in the 
second operating year. The exhibits show that inflation may add 
about $1 billion to that figure. Capacity would be increased to 
4.5 billion cubic feet per day during the next three years 
_with most of the additional required funds to be generated by the 


pipeline's operations during those three years. 


Funds to be raised from investors are planned to comprise 
25 percent equity capital and 75 percent in debt, the company said 


ie Pes Submissions to the Board. 


The Canadian Arctic Gas pipeline would transport natural 
gas from the Mackenzie Delta area for Canadian consumers, and gas from 
the Alaskan North Slope area for U.S. consumers. The 2,400-mile 
Canadian portion of the system would connect with existing and 
proposed pipelines supplying consumers in both countries. Alaskan 
Arctic Gas Pipeline Company would build an additional 200 miles 


across northern Alaska. 
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Based on the assessment of its financial and banking 
advisors, Arctic Gas concluded that there are "adequate funds 
available in the capital markets of the world" to finance the 


pipeline, following receipt of necessary approvals. 


Basic guidelines in the development of its financing plan 
include the opportunity for majority ownership, as well as substantial 
participation in debt financing, by Canadian investors. Arctic Gas 
plans to raise "as large a portion of the financing within Canada as 


possible, without disrupting domestic markets." 


In addition to estimated funds required to complete 
initial construction, Arctic Gas plans to secure access to a further 
$1.5 billion, which could be drawn on if needed to meet cost overruns 


Or other unforseen needs. 


Charges for transporting BBP terete the pipeline will be 
based on actual costs plus the rate of return on equity authorized 
by the National Energy Board. Based on present cost estimates, at 
1974 levels, and an illustrative 15 percent return on equity, 
transportation charges for Canadian gas are in the range of 80 to 85 
cents per thousand cubic feet during initial operation of the pipeline, 


and decline thereafter. 
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In addition to its plan of financing, Canadian Arctic Gas 
also submitted to the N.E.B. its estimated cost of facilities, 
pro forma financial statements, and proposed gas transportation 


weratt contract. 


Applications for its proposed facilities were filed by 
Canadian Arctic Gas last March with the National Energy Board and 
the Department of Indian Affairs and Northern Development. Extensive 
Supporting evidence filed at that time related to the environmental 
impact of the pipeline; to the engineering, design, construction 
and operation; to the socio-economic impacts in northern Canada; 
to the pipeline route proposed; and to studies of alternative routes 


and systems of transporting the northern gas. 


The company will file additional material later, including 
exhibits relating to Canadian participation, anticipated effects on 


the Canadian economy, and gas supply and markets. 
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